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FRONT COVER-To help shareholders 
understand the complexities of operating 
529 stores serving over 420 communities, 
this year’s Annual Report features the 
people and the activities of the Company’s 
Sales Division. The focus is on store 
operations . .. for this is where all the 
efforts of proper merchandising, effective 
promotion and competent personnel 
combine to generate profitable sales. All 
529 stores are represented on the cover 
by Mart Manager Robert C. Holbert, the 
Assistant Managers and the store staff of 
a recently opened Murphy’s Mart in 
Jacksonville, Florida. 


Annual Meeting: The Annual 
Meeting of Common Shareholders 
will be held at the registered office 
of the Corporation, 531 Fifth 
Avenue, McKeesport, Pennsyl¬ 
vania, at 11:00 A.M., on Tuesday, 
May 11, 1976. 

Notice of meeting, proxy state¬ 
ment, proxy and return envelope 
are enclosed with this report. 

The common Stock of G. C. Murphy 
Company is listed on the New York 
Stock Exchange. 























Report to 
Shareholders 

A Review of 1975 Results 

After passing the one-half billion 
dollar mark in 1974, sales gains 
continued to accelerate this year 
and final 1975 Murphy sales totaled 
$553,695,000, a 10.4% increase 
over 1974. Sales per store also 
increased 10.0% from $951,000 
in 1974 to $1,047,000 in 1975. Net 
income was $9,754,000, a 5.9% 
increase over the $9,214,000 
reported last year. This represents 
$2.50 per share as compared with 
$2.36 for 1974. 

The Company again in 1975 paid 
dividends of $1.20 per share. This 
represented 48.0% of earnings and 
brought to 63 consecutive years 
our record of dividend payments. 

The economic environment during 
most of 1975 was one of the poorest 
in many years, yet the Murphy 
Company with a net gain of only 
two stores produced record sales 
and profits. This convincingly 
demonstrates our ability to adapt 
to changing conditions and to oper¬ 
ate profitably under adverse 
conditions. 








The year 1975 began in the throes 
of a deep recession, with a slow 
recovery beginning almost imper¬ 
ceptibly in April or early May. This 
recovery saw the utilization of idle 
capacity and more efficient use of 
employed personnel rather than 
capital expansion and a rapid call¬ 
back of furloughed workers. Con¬ 
sequently, unemployment remained 
at very high levels throughout the 
year. Price levels also remained 
high, failing to react in the classical 
manner to idle capacity and while 
the rate of inflation has moderated, 
it has remained unusually high for 
a period of recession and early 
recovery. Our stores in the auto¬ 
mobile oriented industry sector of 
the midwest were the most ad- 
versclyaffected during 1975. The 
impact on the steel industry was 
slower to manifest itself, while 
the coal industry suffered only 
negligible disruption. 

Profits for 1975, while an improve¬ 
ment over 1974, were not up to our 
expectations, primarily due to higher 
inventory shrinkage which resulted 
from increased theft and pilferage. 
These problems are always present 
but intensify during periods of 
recession and unemployment. 


Expansion Program 

In 1975 we opened 13 new stores— 
12 Murphy’s Marts and 1 M&L Mart 
(Morgan and Lindsey Division). 
These stores averaged 45,000 square 
feet of selling area, exclusive of 
leased departments. Eleven small 
unprofitable stores were closed 
bringing the total number of stores 
to 529 at year end. Our net increase 
in the number of stores belies our 
real expansion, however, as we 
added 493,000 square feet of sell¬ 
ing area, bringing us to a total of 
10,078,000 on December 31,1975. 

Our new Marts were opened in 
8 states and included our first 
Mart entries in Florida and Lou¬ 
isiana. By the year end we had 43 
Murphy’s Marts and 1 M&L Mart 
in operation and at the time of this 
writing, we are committed for 35 
Murphy’s Marts, 2 additional M&L 
Marts and 6 conventional stores. 

On November 24,1975, the Board 
of Directors authorized management 
to commit for 1,000,000 square feet 
of selling area in addition to the 
normal expansion program, with the 
understanding that some external 
financing could be required. As a 
result, on January 9,1976, it was 
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publicly announced that 29 new 
stores, totaling approximately 
1,400,000 square feet of selling area 
would be opened in 1976. On 
January 14,1976, a sales increase of 
$100,000,000 was forecast based 
principally on this expansion pro¬ 
gram. It was further planned that 
most of the 29 new stores would 
be opened by May 1. 

Future Prospects 

As the general economy improves 
and as we gradually recover from 
the most severe post-war recession, 
the importance and timing of our 
expansion program places the 
Murphy Company in an admirable 
position for solid growth in sales 
and profits. Sales for the first several 
months of 1976 have continued 
strong and this rate of increase 
should accelerate as we open new 
stores. 

Recognizing that profit potential 
was lost due to greater theft and 
pilferage in 1975, we have aug¬ 
mented our security forces and have 
emphasized to our supervisory 
personnel the need to be more alert 
to the various sources of inventory 
shrinkage. 

By changing our merchandise mix, 
we will also attempt to increase our 
profit margin, as the competitive 
market will allow, to help offset 


higher operating costs as well as 
the higher minimum wage with its 
“ripple” effect that each year 
applies to more employees. The 
change in merchandise mix we have 
reference to is an increased em¬ 
phasis on fashion goods and wear¬ 
ables. These lines have tradition¬ 
ally provided higher margins, and 
increased sales will produce better 
than average profit contribution. 
These increased sales will not be 
pursued at the expense of sales 
already being enjoyed in other 
lines, but as additional sales and an 
increase in market share. 

Two strategies hold the key to our 
future growth—planning and pro¬ 
ductivity. We have had financial 
corporate planning for several 
years and can attribute our ability 
to expedite our expansion program 
to this financial plan, plus a deliber¬ 
ate conservative management style. 
This year we will extend the cor¬ 
porate planning process to include 
all operating departments and divi¬ 
sions and combine the components 
into a master corporate plan. 

In pursuing the second strategy, 
every effort will be made over the 
next several years to increase our 
productivity of capital, personnel, 
and space, with the goal of increas¬ 
ing not only earnings per share but 
also return on investment. Inventory 
levels in stores and distribution 


centers will be carefully monitored 
and controlled, thereby improving 
the return on our invested capital. 

Store and office procedures will be 
studied critically to determine how 
personnel productivity can be in¬ 
creased either through simplifica¬ 
tion of procedures, elimination of 
unnecessary motion, or the use of 
new, sophisticated equipment. 

Space productivity will be aug¬ 
mented by continuing to reduce the 
building area devoted to stock- 
rooms and offices so every possible 
square foot can be used for selling 
purposes. Display innovations will 
also be used in certain stores to 
more effectively utilize all selling 
area that is available. Building costs, 
rents and fixturing expenses will be 
studied for possible improvement. 

We thank our shareholders, em¬ 
ployees, customers and suppliers 
for their loyalty and support which 
helped make 1975 possible and 
which make the prospects for 1976 
the most exciting in our generation. 



S. W. Robinson 
Chairman of the Board 


Co -7 UJ-taUu; 

W. T. Withers 
President 

February 28,1976 
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The Sales 
Division 


The Sales Division’s primary 
responsibility is to generate maxi¬ 
mum sales at the best possible 
margin. This requires aggressive 
sales efforts, effective control of all 
operating costs, thorough under¬ 
standing of each community’s buy¬ 
ing habits and constant attention 
to competitors’ activities. 

“We are an organization of people 
dedicated to serving our customers . 
We want to sell them quality mer¬ 
chandise, competitively priced. And, 
we want to make a fair profit for our 
efforts” 

Richard T. Tracey, Vice President-Sales 


At the end of 1975 G. C. Murphy 
Company was operating 529 stores 
in 425 cities and towns in 24 states 
and the District of Columbia. This 
provides some indication of the 
efforts which must be applied by the 
Sales Division in order to meet its 
responsibilities, since each store has 
its own strengths and problems 
requiring individual attention. 


The Organizational 
Structure 

The Sales Division management is 
comprised of 529 Store Managers, 
130 trained Assistant Managers, 
over 620 management trainees, 37 
District Managers, 6 Regional 
Managers, a Restaurant Division 
Manager (responsible for supervis¬ 
ing 220 food service managers) and 
the Vice President—Sales. 



□ As a result of expansion and acquisition 
G. C. Murphy Company operates stores 
under various names: G. C. Murphy Com¬ 
pany, Murphy’s Marts, Morgan & Lindsey, 
M 8r L Marts, Terry Farris, Cobbs and 
Bruners. 

• Warehouse/Distribution Centers 


The Regional 
Manager 

Each Regional Manager supervises 
about 100 stores through 5 or 6 
District Managers. The Regional 
Manager follows the directions of 
the Vice President of Sales and im¬ 
plements corporate policies and 
plans to achieve the goals of maxi¬ 
mum sales at the best possible 
margins. He also provides important 
feedback on the effects of policies 
and plans and presents suggestions 
from store and district managers. 
“My main objective as a Regional 
Manager is to make sure each store 
achieves its sales and profit poten¬ 
tial. I must also see to it that all 
Company policies are being fol¬ 
lowed at all times. After all, these 
policies have successfully guided us 
through good times and bad.” 

Bruce M. Karper, Regional Manager 

The Regional Manager works 
closely with the District Manager in 
those stores presenting the greatest 
opportunities for sales and profits, 
guiding him in maintaining all such 
stores at their highest potential. 


When a store is experiencing diffi¬ 
culty or is operating unprofitably, 
the Regional and District Manager 
determine the cause (e.g., increased 
competition, improper merchandise 
selection, personnel problems, poor 
management) and develop a pro¬ 
gram to turn it around. 
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The District Manager 

The District Manager supervises 20 
to 30 stores and is responsible for 
seeing that each store meets or 
exceeds the goals set for it each 
year. Each District Manager has 
experience in managing one or more 
of the Company’s largest stores and 
has the knowledge and ability to 
work well with people, to motivate 
them, to listen when they need help, 
to encourage their presentation of 
ideas for better ways to do the job 
and to provide thoughtful guidance 
and training in all phases of retail 
merchandising. 

“Our biggest responsibility is to get 
sales with profits. The means by 
which we do this are our people. I 
have always encouraged my people 
by including them in whatever prob¬ 
lems we have, whatever objectives 
we have. It is a team effort 
Leo F. Meyer, District Manager, St. Paul, 
Minnesota 

His experience and knowledge com¬ 
bined with his overview of all stores 
in the district, give the District Man¬ 
ager the ability to objectively evalu¬ 
ate each store’s performance. By 
comparing store locations, review¬ 
ing past sales and expense records 
and measuring performance of each 
store’s key management team, the 
District Manager determines where 
supervision and guidance is needed 
most and what steps must be taken 
to help each store achieve its goals. 


Checking new merchandise quality are 
Millard L. Hare, Manager; Leo F. Meyer, 
District Manager; and Dennis M. Ziegler, 
Operations Manager, St. Paul, Minnesota, 
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Establishing 

Performance 

Objectives 

The sales, margin and profit goals 
are individually set for each store, 
each year. These goals are based on 
past performance of the store and 
the manager, the potential of the 
location, the competitive situation 
and the controllable operating 
expenses of the store. All levels of 
sales management, from the store 
manager to the Vice President- 
Sales, take part in establishing each 
year’s final objectives. 


Profit Incentives 

The profit goal established for the 
store is the basis for the manager’s 
incentive contract. For achieving 
and surpassing this goal, the man- 


Gory D. Strickland, Trainee Assistant, is 
given stockroom instructions by Richard 
L. Gibson, Manager of the M & L Mart in 
West Monroe, Louisiana. 


ager is rewarded financially. Com¬ 
pensation based on profits rather 
than sales focuses the manager’s 
attention on the importance of 
profitable operations. Where a store 
is operating at an unsatisfactory 
level of profitability, the manager’s 
incentive contract is based on 
rapidly improving the operation, 
again rewarding good management 
for its efforts. 

“The challenge with this store is to 
generate increased sales. A lot of 
new competition has moved into 
this area in recent years and we have 
to get our customers back with 
the right merchandise. We are in a 
high traffic area and we know our 
customers. We can bring this store 
back to a more profitable situation. 

It just takes hard work.” 

Millard L. Hare, Store Manager, St. Paul, 
Minnesota 


Protecting Profits 

It is a major responsibility of man¬ 
agers to protect the profits of their 
stores. All store employees must be 
constantly alert in order to deter 
shoplifting, bad checks, fraudulent 


credit cards, internal leakage and 
burglary. The manager, assistant 
manager or store security officer are 
normally responsible for handling 
such situations. Great tact is re¬ 
quired in confronting, arresting and 
prosecuting those involved. Follow¬ 
ing state and federal laws, as well as 
Company policies, is essential if the 
store is to recover the merchandise 
or the money. 

“The store manager and the Key 
Management Team are the ones who 
must implement and follow good 
security procedures. Our records, 
and Federal crime reports, show that 
retail crime is continually increas¬ 
ing. Every day our store managers 
must devote strong efforts to protect 
their stores' merchandise and cash." 
Richard H. Scales, Director-Security and 
Investigations 


The Management- 
Executive 

Development Program 

The Company’s executive manage¬ 
ment has long realized that profit¬ 
able growth can be achieved only 
through the development and pro¬ 
motion of well-trained and qualified 
people. 

This program begins when em¬ 
ployees are selected for manage¬ 
ment training and are enrolled in 
the Supervisory Development Pro¬ 
gram. They proceed through distinct 
stages of training under close super¬ 
vision assuring immediate recogni¬ 
tion of outstanding talent. The 
stockroom is usually the first step, 
because here is where initial contact 
is made with merchandise. 

“My first job was where everyone 
starts in the program ... in the 
stockroom. You learn everything, 
from receiving goods, to making 
claims, to noting shortages to pricing. 
It's knowledge you'll always use 
because everything we sell comes 
through the stockroom first ” 

Alvin Niese, Assistant Manager, Brooklyn 
Park, Minnesota 

After successfully learning stock- 
room operations, the trainee is 
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assigned to manage a sales floor 
section, which may include several 
departments. During this stage the 
trainee receives initial instruction in 
merchandising and sales promotion, 
while performing these functions 
for the section. The ability of the 
trainee to learn and perform, while 
accepting additional responsibilities, 
determines the rate of advancement 
for further seasoning and training. 

“When you manage a section of the 
store you have total responsibility. 
It’s like running your own small 
store ... although you get a lot of 
help from the store manager and the 
other assistants. The Correspond¬ 
ence Courses and tests fit right in 
with your work. You learn while 
you're doing and it really sinks in." 
Linda A. Costello, Assistant Manager, 
McMurray, Pennsylvania 

When trainees demonstrate the 
capabilities and interest for further 
management development, they are 
enrolled in the Correspondence 
School phase of the program, a 
work/study type of training. This 
training is supervised by the Com¬ 
pany’s Personnel Division which 
sends lessons and examinations to 
the trainee. These coincide with 


the practical store assignments in 
which the trainee is currently 
involved. During all of this training, 
the store manager is overseeing the 
development of the trainee. 

“A manager's job is to manage ... 
and to train others how to manage. 
These people are going to be in 
charge of our stores. They are going 
to be the backbone of our Company 
in the coming years and they must 
be good managers who know how 
to make a profit." 

Richard L. Gibson, Mart Manager, West 
Monroe, Louisiana 

The store manager interviews and 
evaluates the trainee during each 
phase of the program and forwards 
a written evaluation to the Person¬ 
nel Division signed by both the 
student and the manager. 

“Every day I inspect sections of 
the store while talking with the 
assistants. I point out where 
improvements should be made and 
where things are working well. 

I give them responsibilities and see 
how they handle the situations. 
When we sit down to do an evalua¬ 
tion of their work, we both have a 
good idea how they're doing, and 


Checking the displays in the pet depart¬ 
ment with salesperson Ruth Grisham is 
Assistant Manager Norman S. Crump in 
the Fort Worth, Texas, Murphy’s store. 



we work out together where more 
effort is needed.” 

Horace K. Robinson, Store Manager, 

Fort Worth, Texas 

After successfully completing the 
first two phases of Murphy’s Man¬ 
agement-Executive Development 
Program, the individual attends a 
Management Seminar where 
trainees are tested on all phases of 
store operation. Company execu¬ 
tives and department heads take 
part in panel discussions, answer 
questions and comment on ideas 
and problems. As the graduates 
apply their knowledge and demon¬ 
strate their management capabili¬ 
ties, they are evaluated by the Sales 
Division and the Personnel Division 
for eventual assignment as a store 
manager. 

“Attending the Management Sem¬ 
inar is the final phase of formal 
training. Here you find outhowmuch 
you've really learned about retail 
merchandising. Everyone is at the 
same level. You kick around ideas, 
swap stories concerning different 
experiences and make friends. It’s a 
great feeling." 

Michael E. Robertson, Assistant Manager, 
West Monroe, Louisiana 


Paul D. Arbogast, Trainee Assistant in the 
downtown Beckley, West Virginia store, 
works on his Correspondence Course at 
home. 
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Managing 
The Store 

Each Murphy’s manager has com¬ 
pleted the Management—Executive 
Development Program and has 
progressed through successful per¬ 
formance of ever-greater respon¬ 
sibilities. Having experienced 
advisors is extremely helpful. But, 
from the moment they accept the 
challenge of store management in 
their first store, the managers must 
also call upon, and put to work, all 
of their own knowledge and experi¬ 
ence to achieve success. 

Each store has its own opportunities 
and problems. As changes occur 
within the community, the manager 
must adjust the merchandise mix, 
employee work schedules and the 
store’s sales emphasis to overcome 
the problems and take advantage of 
the opportunities. 

“Downtown Fort Wayne is under¬ 
going massive redevelopment and 
we're surrounded by vacant stores 


Standing proudly in front of his first store 
is Frank H. Singleton, Manager, Midland, 
Pennsylvania. 



and demolished buildings. Right 
now it's very difficult to maintain 
sales and profits, but we're doing it . 
We are working closely with the 
City Planning people because 
Murphy's is located at the hub of 
redevelopment. When it's com¬ 
pleted, this store could again become 
one of the top ten in the country 
Charles B. Glassford, Manager, Fort 
Wayne, Indiana 

Murphy’s store managers have com¬ 
plete responsibility for their store. 
They operate under guidelines and 
policies established and refined 
through the years of Murphy’s 
experience. They pay close attention 
to the direction and advice of their 
District Manager and Regional 
Manager who visit the store on a 
regular basis. But, in the final anal¬ 
ysis, it is the manager and the Key 
Management Team who must direct 
store operations to achieve the sales, 
margin and profit goals. 


During one of the last hectic days before } 
opening of a new Murphy’s Mart in 
Jacksonville, Florida, Joseph C. Wynn, 
District Manager, gathers Andrew L. 
Lascek, Manager, and members of the Key 
Management Team to check on adver¬ 
tised merchandise. 


The Key 

Management Team 

The Key Management Team is made 
up of the supervisory employees 
who occupy “key” positions in the 
store’s organization. In this group, 
supervised by the manager, are as¬ 
sistant managers, trainee assistants, 
section managers, the food service 
manager, personnel director, mer¬ 
chandise supervisors and floor 
supervisors. The sales volume and 
the size of the store determine the 
number of persons on the Team. 
This Team works together to 
increase sales, to eliminate waste 
and losses, to improve operating 
efficiency and to increase profits. 



Manager Charles B. Glassford contem¬ 
plates the future of the downtown Fort 
Wayne, Indiana, store. 
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Merchandising For The 
Community 

To be successful, the manager must 
be a merchant to the community. 
This means always having available 
the basic, staple merchandise cus¬ 
tomers expect to find in a Murphy’s 
store. It also means having the 
merchandise which fits each 
community’s particular needs. 

This merchandising decision is 
influenced by the local industries, 
local economy, local customs and 
local living styles. 

Coal miners’ lunch pails, tool belts 
and knee pads are an important part 
of the merchandise mix in Pikeville, 
Kentucky. Fishing rods, reels, lines 
and accessories are must items in 
West Monroe, Louisiana. Heavy 
jackets, lined gloves and warm hats 
in abundant supply are necessary in 
St. Paul, Minnesota. 

Tailoring each store’s merchandise 
to the community has been an 
important factor in the success of 
G. C. Murphy Company. The 
wisdom of this approach has been 
proven where the company has 
acquired locations from other 


Assistant Manager Gary W. Ford replaces 
light bulbs to keep the lamp display attrac¬ 
tive in the Beckley, West Virginia, Mart. 



retailers who have encountered 
financial difficulties. 

‘This is a take-over location. We got 
a great start from a solid advertising 
program and the customers have 
been coming back because they are 
getting value for their dollar. My 
primary aim is to generate sufficient 
sales so that we are in the black by 
year end. WeVe got everybody 
geared toward this and l’m confident 
that we're going to do it.” 

Arnold G. Weaver, Mart Manager, 
Timonium, Maryland 

Once a new store location has been 
selected, the Sales Division does an 
in-depth evaluation of the commu¬ 
nity, closely checking the merchan¬ 
dise strengths of the competition. 
Then the proper merchandise is 
selected to lit the community. The 
sales are carefully watched from the 
opening day on and the merchandise 
mix within the store is refined con¬ 
stantly. The manager and his Key 
Management Team keep a close 
watch on the community for any 
changes which might affect their 
efforts. In this way the local 
Murphy’s Mart or store is merchan¬ 
dised properly. 


“It was extremely important when 
we opened these two Marts in 
Jacksonville that we offer this com¬ 
munity the right selection of mer¬ 
chandise. We knew there were a 
great many military service people 
... young couples with young chil¬ 
dren. So, boys' wear , girls' clothing 
and young adult fashions have been 
made especially strong depart¬ 
ments." 

Joseph C. Wynn, District Manager, 
Jacksonville, Florida 

Selecting The 
Merchandise 

The merchandise selection is made 
from a set of Merchandise List 
Books in each store. The number and 
contents of List Books depend on the 
sales volume and the departments 
each store has. 

Each department in the store is 
completely inventoried on a regular 
schedule or through a computerized 
reordering system. This close 
measurement of merchandise move¬ 
ment quickly shows if an item is 
selling at a normal pace, faster than 


Trainee Assistant Jeannie Elliott receives 
instruction on the use of Merchandise 
List Books from Fred A. Fennell, Manager, 
Beckley, West Virginia. 
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usual or slower than usual. In addi¬ 
tion, it prompts quick responses. If 
the List Books show that thirty-six 
units of an item were sold the 
second week of February last year 
and only seven units were sold the 
same week this February, the 
Assistant Manager immediately 
starts to look for the reasons. Was 
the item advertised last year? Was 
it on sale? Was it displayed dif¬ 
ferently? 

The Merchandise List Books provide 
a complete diary of each item in the 
store, recording purchases and sales 
for the past two years. By reading 
and analyzing the entries, manage¬ 
ment can follow the flow of 
merchandise. 

“Today, merchandising is one of the 
prime keys to success. So, it is 
extremely important that I teach my 
people to work the List Books . ..to 
know the merchandise as well as 
they can.” 

David R. Backstrom, Mart Manager, 
Beckley, West Virginia 

If an item suddenly starts selling 
faster than normal, the question of 
whether to increase future orders 
arises. Has this item been advertised 


recently by the manufacturer? Has 
the competition been promoting it? 

Is a fad developing? 

The answers to these questions, and 
the action taken, can affect a store’s 
sales and profits. So, the importance 
of using and thoroughly understand¬ 
ing the Merchandise List Books is 
impressed on all store personnel and 
especially the management trainees. 


Buying The 
Merchandise 

The List Books are followed closely 
in placing weekly orders for mer¬ 
chandise. Many large retailers ship 
specific quantities of specific mer¬ 
chandise to all stores and the stores 
must sell it. At Murphy’s, the local 
manager is considered the best judge 
of the community’s merchandise 
needs and orders the merchandise 
to satisfy these needs. 

"With all the information a manager 
has available to him from the List 
Books and the knowledge he has of 
his customers and his competition, 
he is well aware of the merchandise 
mix he must have in the store. He 


Checking the counter inventory of per- 
fumes with salesperson Lola Ward is 
Clara Barr, Manager of the Cobbs store in 
Odessa, Texas. 



needs flexibility in buying in order to 
adjust to trends, local promotions 
and new competition.” 

William E. Spink, Mart Manager, Brooklyn 
Park, Minnesota 


Controlling Investment 

While keeping the store well 
merchandised and orders moving to 
assure sufficient stock, the assistants 
and the manager must have control 
of the investment in the store. 
Overbuying can lead to a surplus of 
merchandise in the store delaying 
the turnover of investment and 
causing an increase in the Com¬ 
pany’s interest expense and other 
costs. Overbuying also limits the 
ability of the store to take advantage 
of new or hot items. On the other 
hand, underbuying can lead to loss 
of sales when the merchandise cus¬ 
tomers want is not available. 

“Each store's merchandise require¬ 
ments are different and so are its 
investment needs. The manager 
must keep the store's stock condi¬ 
tion liquid enough to be “open to 
buy.” This means they should buy 


John A. Morrison, Assistant Manager, 
Washington, D.C., demonstrates to Trainee 
Assistant Sarah M. C. Jones the use of 
Merchandise List Books during depart¬ 
ment inventory. 
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what they need in the way of basic 
and seasonal merchandise without 
overstocking. They must have suffi¬ 
cient money to buy promotional 
items, hot or new items.” 

Terry R. Stadterman, Assistant Sales 
Manager 

Toguide the manager, theCompany’s 
Merchandise Investment Control 
Department establishes the amount 
of investment available for each 
store. This guide is based on the 
store’s expected sales performance 
and past experience. Adjustments to 
the store’s investment can be 
increased or decreased depending 
upon sales trends. In this way stores 
receive the money necessary for 
their continued growth. 


Selling The 
Merchandise 

The manager, the Key Management 
Team, the merchandise and the 
location are all geared to one thing— 
sales. Attracting customers and 
developing traffic is done with good 
advertising and sales promotion. 


Checking the merchandise and the script 
before taping a television commercial are 
Robert D. Rentschler, Advertising Man¬ 
ager; Maureen V. Wimmer, actress, and 
Charles F. Gleeson, Vice President-Sales 
Promotion and Advertising. 


All store managers and their assis¬ 
tants are deeply involved in this 
important activity. Long before 
newspaper ads, television or radio 
commercials appear, every adver¬ 
tised item is inventoried to be sure 
there is enough to satisfy the 
anticipated response. Orders are 
placed to bring the stock up to 
needed levels. Items in newspaper 
ads which do not fit the community 
are substituted with more appropri¬ 
ate items. Prices are carefully 
checked for accuracy and competi¬ 
tive advantage to assure the 
merchandise will be well accepted. 


Fern Hodges, Advertising Coordinator; 
Lee I. Sondecker, First Assistant and 
Manager Horace K. Robertson make a 
final price check on a newspaper ad before 
releasing it to the Fort Worth, Texas, 
newspapers. 


All advertising begins in corporate 
headquarters. Each year’s advertis¬ 
ing plan is laid out in advance so 
that all efforts can be coordinated 
to achieve the best results. An 
Advertising Committee meets 
monthly to select the items which 
will appear in future advertising. 
The Committee, composed of store, 
district and regional managers, 
works an average of three months in 
advance on advertised items. 

The Company has 12 major sales 
events each year which are sup¬ 
ported by national advertising. This 
support includes 8- to 16-page tab¬ 
loid size newspaper inserts, appro¬ 
priate television and radio 
commercials. 

The Company’s Advertising 
Department creates and produces 
materials for all media, including 
newspaper ads in several sizes for 
daily, weekly and Sunday 
appearances. 


David Hardy, Sales Promotion Manager, 
and Frank Barchie, Sign Shop Assistant 
Manager, check the 1976 Promotion 
Calendar before distribution to the stores, 
Counter signs for sales and openings are 
also produced in the Sign Shop. 
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“ When a new M art is opening we 
tailor an entire program using a 
complete media mix of newspaper 
ads, circulars, radio, television and 
billboards. For example, in Jackson¬ 
ville, a store takeover situation, we 
opened two Marts the same day. 

There we used a very heavy sched¬ 
ule of newspaper advertising plus 
a promotional mailer sent to key 
areas surrounding the stores.” 

Robert D. Rentschler, Advertising 
Manager 


* 



A cooperative promotion by the Pitts¬ 
burgh Pirates and Murphy's involved the 
sale of “babushkas” (head scarves) and 
game tickets. Downtown store Manager 
Clair A. McElhinny and salesperson 
Florence L. Navadauskas kept a close 
check on the fast moving scarves. 

Additional year-round support is 
given to stores by the Sales Promo¬ 
tion Department. For the major sales 
events they furnish in-store and 
window banners which boldly an¬ 
nounce the sales, plus window and 
counter signs showing sale price 
and savings, all to encourage the 
customer to come in and buy. 

The Sales Promotion Department is 
also involved in the gathering and 
tabulating of “hot” and new item 
reports from the stores. They pre¬ 
pare and distribute promotional 
sheets based on these reports. 

Store managers are encouraged to 
take part in local promotions, too. In 
shopping centers and malls this can 
be dollar day sales, sidewalk sales or 
anniversary sales. All stores become 
involved with local promotions such 
as founder’s days, bicentennial 
celebrations and special events. 


Knowing The 
Competition 

Retail merchandising is highly 
competitive. Other major retailers, 
discount chains, specialty stores 
and small merchants are competing 
for the consumer’s dollar. The 
strength of the competition varies 
from store to store, location to 
location, but competition is always 
there. 

Managers and their assistants 
must be acutely aware of their 
competition. They must closely 
scrutinize all competitive advertis¬ 
ing, comparing merchandise offered 
and the prices with their own. Each 
week members of the Key Manage¬ 
ment Team visit competitors’ stores, 
checking merchandise, displays and 
prices. The team members then 
meet to discuss their findings and 
to determine the steps necessary to 
meet the competition. 

“Our Mart is divided into five 
sections and our people visit com¬ 
petitors regularly. We check prices 
for major items in each department, 
especially highly advertised items. 
We look for new items on which 


Analyzing recent competitive advertising 
are W. Dale Wanting, Operations Man¬ 
ager; Donald D. Lemler, Area Sales Promo¬ 
tion Manager and Ray F. Zell, Mart 
Manager, Fort Wayne, Indiana. 


the competition is putting major 
emphasis. We also make note 
of the quality of the goods they 
are selling.” 

Ray F. Zell, Mart Manager, Fort Wayne, 
Indiana 

If they find they are being undersold 
on certain items they immediately 
lower the price on those items to 
meet the competition. Pricing flexi¬ 
bility is of extreme importance to 
the store managers, and the Com¬ 
pany has provided them with a 
policy which gives them such flexi¬ 
bility. The store managers know 
what their competition is doing 
and what they must do to maximize 
profits while remaining competitive. 
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Salespersons— 
Ambassadors To Our 
Customers 

When customers think of Murphy’s 
they consider two things—their satis¬ 
faction with the merchandise they 
purchased and the service they 
received in our stores. Our sales¬ 
persons are an essential ingredient 
in whatever success our stores 
achieve. 

Store Personnel Directors interview, 
screen and select the most qualified 
applicants to be our salespersons. 
Their training includes orientation, 
which informs them of Company 
policies and benefits, and their 
responsibility to the store and our 
customers; and job training, which 
introduces them to Company sys¬ 
tems, the use of equipment such as 
cash registers, and the proper 
handling of customers. 

“My job is to help our customers ... 
to make it easy for them to find what 
they want to buy. To do this well , I 
make sure the merchandise is dis¬ 
played properly, and that we always 
have plenty in stock. I'm here to help 
our customers, and I do that best by 
doing a good job for the store ” 

Iris Fry, salesperson, Fort Worth, Texas 

Every store employee, from the sales¬ 
persons to the manager, is responsi¬ 
ble for giving our customers prompt 
and courteous service. This attitude 
is what makes Murphy’s a pleasant 
place to work and shop. 


Serving Customers 
Profitably 

Over the years, the Sales Division 
has contributed greatly to the suc¬ 
cess of G. C. Murphy Company. 

The training and development of 
qualified managers has helped bring 
about the profitable growth of the 
Company and will continue to 
provide the talent needed for 
future expansion. 

By meeting their responsibilities, 
the dedicated people of the Sales 
Division make it possible for 
G. C. Murphy Company to serve 
its customers competitively and 
profitably. 
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Review of Operations and Financial Information 


Description of Business 

G. C. Murphy Company is a general 
merchandise retailer operating 529 
stores in 24 states, principally in the 
Mid-East, North Central and Gulf 
Coast regions of the United States. 
The Company employs approxi¬ 
mately 21,000 employees on a full- 
or part-time basis. This number will 
vary according to seasonal require¬ 
ments. 

Conventional Stores 

These stores are operated under the 
Murphy and Morgan & Lindsey 
names. The Company’s 375 Murphy 
stores range in size from approx¬ 
imately 5,000 to 40,000 square 
feet of selling area and are located 
principally in Pennsylvania, Indiana 
and contiguous states as well as in 
the Mid-Atlantic and Gulf Coast 
regions of the country. The 91 
Morgan & Lindsey stores average 
about 8,600 square feet in size and 
are located mainly in Louisiana 
and Mississippi. About 48% of the 
Company’s conventional stores are 
in suburban shopping centers, and 
the balance are situated in down¬ 
town urban or smaller community 
locations. Many of these latter 
stores are the principal source of 
general merchandise in the com¬ 
munities they serve. 

Murphy's Marts 

At December 31,1975, the Company 
had in operation 43 Murphy’s Marts 
and one M & L Mart. Marts range 
in size from approximately 
35,000 to 72,000 square feet of 
selling area, exclusive of leased 
departments. In general, the present 
and planned Marts are single-floor 
stores located in high-traffic 
suburban sites in free-standing 
form or in shopping centers, all of 
which provide large adjacent park¬ 
ing lots. Murphy’s Marts offer a 
much more extensive selection of 
apparel, small appliances, home 
furnishings and home entertain¬ 
ment merchandise categories than 
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the conventional stores. Typically, 
space is leased to a supermarket 
which maintains separate check-out 
facilities and to operators of special 
departments such as shoes and 
automobile accessories. The size 
of each unit is determined by the 
needs of the community to be 
served. 

Other Stores 

The Company also operates 17 
junior department stores under the 
Terry Farris and Bruners names 
and two specialty apparel stores 
under the Cobbs name. 

Restaurants, cafeterias or snack 
bars are operated in 241 of the Com¬ 
pany’s larger stores. 

Store Trends 

The trend of store openings has 
been toward larger stores, princi¬ 
pally Marts, in suburban locations 
as indicated by the average sales 
per store of $1,047,000 in 1975 
compared to $951,000 in 1974 and 
$891,000 in 1973. 

Merchandise 

Merchandise is purchased from 
over 12,000 domestic and foreign 
suppliers, most of whom have 
served the Company for many years. 
The Company carries many nation¬ 
ally known brands, but private 
brands account for approximately 
20% of merchandise sales. 

Distribution Facilities 

The Company operates approxi¬ 
mately 1.4 million square feet of 
distribution center facilities located 
in Indianapolis, Indiana; Monroe, 
Louisiana; Jersey City, New Jersey; 
McKeesport, Pennsylvania and 
Fredericksburg, Virginia. These 
facilities utilize extensive modern, 
mechanical and automated handling 
equipment in order to achieve a 
steady flow of merchandise to all 
stores. 


Expansion Program 

In November 1975, the Board of 
Directors approved the most aggres¬ 
sive expansion program in the 
Company’s 70-year history. Ex¬ 
pansion plans provide for the 
addition of 1.4 million square feet 
of selling area by opening 29 new 
stores, including 28 Murphy’s 
Marts, most of which will be in 
operation by May 1,1976. 

The new stores are all located within 
or contiguous to the Company’s 
established marketing areas and dis¬ 
tribution center network. These 
stores will be located in 11 of the 24 
states in which the Company pres¬ 
ently has retail outlets. Seven new 
stores will be in Virginia, six in 
Ohio, four in Indiana, two each in 
Florida, Louisiana, Michigan and 
West Virginia. There will also be 
one each in Kentucky, New Jersey, 
New York and Pennsylvania. 

The Company’s normal expansion 
program would have provided for 
the addition of approximately 
800,000 square feet of selling area. 

In addition to stores that have been 
previously planned for opening in 
1976, the enlarged expansion pro¬ 
gram includes a number of locations 
previously operated by other 
retailers. These additional loca¬ 
tions were available at rentals more 
attractive than otherwise available, 
and frequently fixtures could be 
acquired at a nominal cost. Each 
location was carefully considered, 
according to the normal standards 
used by the Company’s Site Selec¬ 
tion Committee. 

Each new store will be staffed with 
Murphy-trained management per¬ 
sonnel. Consistent with normal 
practice, store personnel will be 
hired from the local labor market. 


Financial Position 

The Company has a strong, con¬ 
servative financial position which 
has permitted management to act 
quickly to take advantage of expan¬ 
sion opportunities. The additional 
expansion will be financed partially 
through internally generated funds 
but some external financing will be 
required. The exact form of this 
financing has not been determined, 
but the Company is carefully con¬ 
sidering several attractive alter¬ 
natives. 

In order to maximize expansion with 
available funds, the Company leases 
the majority of its real estate. Leas¬ 
ing is an integral part of the Com¬ 
pany’s overall financing program. 
Through leasing of real estate, 
customary in our industry, the Com¬ 
pany limits its investment to mer¬ 
chandise, fixtures and leasehold 
improvements. 

During 1975, working capital in¬ 
creased $4.6 million to $85.5 million. 
Working capital provided from 
operations was $18.6 million in 1975 
compared with $17.8 million in 1974. 
In 1975, principal applications were 
additions to property and equip¬ 
ment of $8.9 million and cash 
dividends to shareholders of $4.7 
million. Additions to property and 
equipment in 1974 were $9.6 million, 
including $2.2 million for distri¬ 
bution center expansion. As a result 
of that expansion, the distribution 
center network has sufficient capac¬ 
ity to absorb these new stores in 
addition to planned expansion for 
the next several years. 
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G. C. Murphy Company and Subsidiaries 


Ten-Year Review 


Summary of Operations ($000 eliminated) 

Sales. 

Cost of goods sold, including occupancy costs 

Depreciation and amortization. 

Total operating costs and expenses. 

Operating income. 

Interest expense. 

Income taxes. 

Net income. 

Employees’ compensation and benefits. 

Capital expenditures. 


Year-End Position ($000 eliminated) 

Merchandise inventories. 

Working capital. 

Property and equipment—net. 

Long-term debt. 

Shareholders’ equity. 


Per Share Data 

Net income . 

Dividends. 

Shareholders’ equity (book value) . 

Average number of shares (000 eliminated) 


Other Data 

Number of stores. 

Sales per store (000 eliminated). 

Selling area (square feet—000 eliminated) 
Sales per square foot—weighted. 


1975 

1974 

$553 695 

$501 317 

392 793 

348 312 

7 380 

7 039 

531 941 

478 536 

21 754 

22 781 

3 435 

4 867 

8 565 

8 700 

9 754 

9 214 

116182 

109 228 

8 918 

9 643 

$122 882 

$107 580 

85 517 

80 936 

79 670 

78 160 

34 932 

35 907 

123 532 

118 465 

$2.50 

$2.36 

$1.20 

$1.20 

$31.62 

$30.32 

3 907 

3 911 

529 

527 

$1 047 

$951 

10 078 

9 585 

$56.57 

$54.28 
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1973 

1972 

1971 

1970 

$470 215 

$428 582 

$413 378 

$401 440 

329 546 

302 424 

287 330 

278 770 

6 620 

6188 

5 871 

5 570 

449 093 

411 086 

394 737 

381 491 

21 122 

17 496 

18 641 

19 949 

3 862 

2 897 

2 323 

2 787 

8 368 

6 719 

8 017 

8 802 

8 892 

7 880 

8 301 

8 360 

100 344 

91 547 

88 779 

84 864 

12 059 

10 720 

11 017 

11 303 


$100 178 

$ 89 201 

$ 86 876 

$ 78 220 

75 398 

73 799 

74 409 

73 626 

78 004 

70 656 

66 014 

63 084 

36 024 

32 133 

32 235 

32 330 

113 998 

110 378 

107 207 

104 474 


$2.27 

$2.00 

$2.10 

$2.10 

$1.20 

$1.20 

$1.20 

$1.20 

$29.14 

$28.00 

$27.20 

$26.33 

3 923 

3 942 

3 957 

3 987 


528 

517 

516 

519 

$891 

$829 

$801 

$773 

9153 

8 247 

7 676 

7 471 

154.47 

$53.65 

$54.39 

$54.78 


1969 1968 1967 1966 


$379 157 

$355 699 

$332 307 

$315 034 

264112 

246 357 

232 453 

219 732 

5 031 

4 692 

4 454 

4 309 

359 708 

337 949 

316 444 

297 502 

19 449 

17 750 

15 863 

17 532 

1 842 

959 

662 

742 

9 297 

8 746 

7 275 

8 127 

8 310 

8 045 

7 926 

8 663 

79 325 

76 031 

69 254 

64 638 

12 439 

8 292 

5 717 

3 826 


$ 69 869 

$ 68 117 

$ 61 996 

$ 54 326 

73 190 

48 958 

49 771 

47 652 

57 447 

50 198 

46 720 

45 688 

32 422 

— 

— 

— 

102 136 

101 341 

98 230 

95 238 


$2.05 

$1.96 

$1.93 

$2.10 

$1.20 

$1.20 

$1.20 

$1.20 

$25.39 

$24.65 

$23.89 

$23.16 

4 049 

4 112 

4 112 

4 128 


517 

512 

512 

508 

$733 

$695 

$649 

$620 

7 128 

6 851 

6 671 

6 598 

54.31 

$52.87 

$50.08 

$47.53 
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Management’s Discussion 
and Analysis of the 
Summary of Operations 

Economic Perspective 
The economic environment during 
the last two years has been highly 
unusual, with economic indicators 
departing from traditional economic 
theory. 

In 1974 the nation experienced the 
unusual economic phenomenon of 
simultaneous inflation and reces¬ 
sion. During this period the growth 
in personal income did not keep 
pace with inflation. Interest rates 
were extremely high until the prime 
rate reached a record 12% in the 
third quarter. Our country also 
experienced and still suffers from 
an energy shortage with accompany¬ 
ing increasing utility costs. 

The Company has a significant con¬ 
centration of stores in coal produc¬ 
ing areas, and during the fourth 
quarter of 1974 results were affected 
by a coal strike from November 1 to 
December 6. In addition, the Com¬ 
pany experienced extraordinary 
competitive pricing conditions be¬ 
cause many retailers drastically cut 
prices during the pre-Christmas sell¬ 
ing season in order to liquidate 
inventories. These factors were par¬ 
ticularly significant because fourth- 
quarter results typically account 
for more than half of Company 
profits. 

Retail economic indicators reflected 
improved spending patterns begin¬ 
ning in the second quarter of 1975 
and escalating during the last 
quarter. The unemployment rate for 
all workers was extremely high, 
reaching a seasonally adjusted 9.2% 
in May and continuing at high levels 
for the balance of the year. The rate 
of inflation moderated but remained 
high in relation to historical norms. 


Summary of Operations 
The following comments are appli¬ 
cable to the “Summary of Opera¬ 
tions” included in the Ten-Year 
Review. 

Sales in 1975 of $553.7 million were 
10.4% over the $501.3 million re¬ 
ported in 1974. Sales in 1974 were 
6.6% greater than 1973 sales. These 
increases were due principally to 
the Murphy’s Mart expansion 
program. 

Cost of goods sold, including occu¬ 
pancy costs, was $392.8 million or 
12.8% greater than the $348.3 
million reported in 1974. The 1974 
amount was 5.7% greater than 1973. 
The increases in part reflect the 
lower margin of the Mart operation 
compared to the Company’s con¬ 
ventional stores. The 1975 results 
also reflect inventory shrinkage 
greater than anticipated, primarily 
due to increased theft and pilferage. 

Occupancy costs increased because 
of the store expansion program and 
the rapid increase in utility costs. 

Interest expense decreased $1.4 
million in 1975 after increasing $1.0 
million in 1974. This decrease re¬ 
flects a reduction in the Company’s 
average short-term borrowings, 
used principally to support sea¬ 
sonal inventory requirements, to 
$14.3 million in 1975 from $20.3 
million in 1974. The average interest 
rate on these borrowings was 6.5% 
in 1975 compared with 11.1% in 
1974. 

Employees’ compensation and 
benefits reflects federal minimum 
wage legislation which has elevated 
the hourly wage scale in the retail 
industry by increasing the minimum 
wage from $1.60 to $2.00 per hour 
on May 1,1974 and to $2.10 on 
January 1,1975. These increases 
have been partially offset by careful 
monitoring of sales per labor hour 
and the opening of larger volume 
stores. 

Advertising expense increased 
13.0% to $9.8 million in 1975. This 
planned increase reflects the Com¬ 
pany’s aggressive promotional 
efforts designed to capture a greater 
portion of the consumer market. 


Report of Independent 
Certified Public 
Accountants 

To the Shareholders of 
G. C. Murphy Company: 

We have examined the consolidated 
balance sheet of G. C. Murphy 
Company and subsidiaries as of 
December 31,1975 and the related 
statements of income and income 
retained in the business and changes 
in financial position for the year 
then ended. Our examination was 
made in accordance with generally 
accepted auditing standards, and 
accordingly included such tests of 
the accounting records and such 
other auditing procedures as we 
considered necessary in the cir¬ 
cumstances. We previously ex¬ 
amined and reported upon the con¬ 
solidated financial statements of the 
Company for the year 1974. 

In our opinion, the above-men¬ 
tioned financial statements present 
fairly the consolidated financial 
position of G. C. Murphy Company 
and subsidiaries at December 31, 
1975 and 1974, and the consolidated 
results of their operations and 
changes in financial position for the 
years then ended, in conformity 
with generally accepted accounting 
principles applied on a consistent 
basis. 

In addition, we have read the 
financial information included in 
the Highlights on the inside front 
cover, and in the Ten-Year Review 
under the captions, “Summary of 
Operations,” “Year-End Position” 
and “Per Share Data” on page 18 of 
this annual report, have compared 
it to data taken from the audited 
financial statements, subjected it 
to audit procedures, and verified 
its mathematical accuracy. In our 
opinion, such data is fairly stated 
in relation to the audited financial 
statements taken as a whole. 



Pittsburgh, Pennsylvania 
February 6,1976 
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G. C. Murphy Company and Subsidiaries 


Statement of Consolidated Income 
and Income Retained in the Business 

for the years ended December 31,1975 and 1974 



1975 

1974 

Income: 



Sales. 

$553 695 278 

$501 317 198 

Other, net. 

1 242 040 

923 512 


554 937 318 

502 240 710 

Costs and expenses: 



Cost of goods sold, including 



occupancy costs . 

392 793 055 

348 312 348 

Selling, general and administrative .... 

122 978 724 

114 908 412 

Taxes, other than income taxes. 

10 031 879 

9 198 542 

Depreciation and amortization. 

7 379 772 

7 039 446 

Interest . 

3 435 177 

4 867 483 


536 618 607 

484 326 231 

Income before income taxes .... 

18 318 711 

17 914 479 

Provision for income taxes (Note 8). 

8 565 000 

8 700 000 

Net income . 

9 753 711 

9 214 479 

Income retained in the business at 



beginning of year. 

113 654 190 

109 132 527 


123 407 901 

118 347 006 

Cash dividends, $1.20 per share. 

4 688 355 

4 692 816 

Income retained in the business 



at end of year . 

$118 719 546 

$113 654 190 

Net income per share based on average 



number of shares outstanding. 

$2.50 

$2.36 


The accompanying notes are an integral part of the financial statements. 
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G. C. Murphy Company and Subsidiaries 


Consolidated Balance Sheet 

December 31,1975 and 1974 


Assets 

1975 

1974 

Current assets: 



Cash . 

$ 12 507 266 

$ 10 348 687 

Receivables . 

4 278 618 

6 395 393 

Merchandise inventories. 

122 881 761 

107 580 479 

Prepaid expenses . 

3 656 238 

4 037 203 

Total current assets . 

143 323 883 

128 361 762 

Property and equipment (Notes 2 and 4) . . 

79 670 256 

78 160 014 

Excess of cost over underlying equity 



in net assets acquired. 

6 929 045 

6 929 045 

Other assets. 

1 639 431 

2 123 258 


$231 562 615 

$215 574 079 


Liabilities and Shareholders’ Equity 


Current liabilities: 



Accounts payable. 

$ 42 783 637 

$ 30 699 660 

Notes payable (Note 3). 

— 

3 000 000 

Accrued expenses. 

10 704 673 

9 841 750 

Income taxes. 

4 318 975 

3 884 337 

Total current liabilities . 

57 807 285 

47 425 747 

Long-term debt (Note 4). 

34 932 000 

35 907 000 

Deferred income taxes. 

15 291 000 

13 776 000 

Total liabilities . 

108 030 285 

97 108 747 

Lease commitments (Note 5) 



Shareholders’ equity (Notes 4, 6 and 7) ... 

123 532 330 

118 465 332 


$231 562 615 

$215 574 079 


The accompanying notes are an integral part of the financial statements. 
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Statement of Changes in Consolidated Financial Position 

for the years ended December 31,1975 and 1974 



1975 

1974 

Working capital provided: 



Net income. 

$ 9 753 711 

$ 9 214 479 

Add expenses not requiring outlay 



of working capital: 



Depreciation and amortization. 

7 379 772 

7 039 446 

Deferred income taxes. 

1 515 000 

1 550 000 

Working capital provided 



from operations. 

18 648 483 

17 803 925 

Other . 

513 475 

19 851 

Total working capital provided .. 

19 161 958 

17 823 776 

Working capital applied: 



Additions to property and equipment . .. 

8 918 020 

9 643 430 

Construction funds held by trustee. 

— 

(2 221 450) 

Cash dividends. 

4 688 355 

4 692 816 

Purchase of 5,000 treasury shares. 

— 

54 414 

Reduction of long-term debt (Note 4) .... 

975 000 

116 998 

Total working capital applied ... 

14 581 375 

12 286 208 

Net increase in working capital. 

$ 4 580 583 

$ 5 537 568 

The increases (decreases) in the 



components of working capital 



were as follows: 



Current assets: 



Cash . 

$ 2 158 579 

$ (945 115) 

Receivables . 

(2 116 775) 

2 461 955 

Merchandise inventories. 

15 301 282 

7 402 247 

Prepaid expenses. 

(380 965) 

352 587 


14 962 121 

9 271 674 

Current liabilities: 



Accounts payable. 

12 083 977 

8 393 313 

Notes payable . 

(3 000 000) 

(5 000 000) 

Accrued expenses . 

862 923 

511 058 

Income taxes. 

434 638 

(170 265) 


10 381 538 

3 734 106 

Net increase in working capital . .. 

$ 4 580 583 

$ 5 537 568 


The accompanying notes are an integral part of the financial statements. 
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G. C. Murphy Company and Subsidiaries 


Notes to 

Financial 

Statements 

(Dollars in thousands except 
per share amounts) 

1. Significant Accounting Policies: 

Principles of Consolidation: 

The consolidated financial state¬ 
ments include the accounts of the 
Company and its subsidiaries, all of 
which are wholly owned. All 
significant intercompany trans¬ 
actions and profits have been 
eliminated. 

Merchandise Inventories: 

Inventories at stores are valued at 
the lower of cost, determined under 
the retail method, or market. Inven¬ 
tories at warehouses and in transit 
from suppliers are valued at the 
lower of latest invoice cost 
or market. 

Preopening Costs: 

Costs associated with opening 
conventional stores are expensed 
as incurred and costs associated 
with opening Murphy’s Marts are 
written off over the 12 months 
following commencement of 
operations. 

Depreciation and Amortization: 

Depreciation and amortization of 
property and equipment for finan¬ 
cial reporting purposes are gen¬ 
erally determined on the group 
basis using the straight-line method. 

Buildings are depreciated at annual 
rates ranging from 2V2 to 20%, 
based upon their estimated useful 
lives. Fixtures and equipment are 
depreciated at annual rates ranging 
from 5 to 20%, based upon their 
estimated useful lives. Improve¬ 
ments to leased properties are 
amortized over the shorter of the 
lease term or 25 years. 


Accelerated methods of deprecia¬ 
tion are used for income tax 
purposes. 

Maintenance and repairs which do 
not extend the useful life of 
properties are expensed. Renewals 
and betterments which extend the 
useful life of properties are capital¬ 
ized. Costs and accumulated 
depreciation and amortization 
related to assets which have become 
fully depreciated are removed from 
the accounts. 

Excess of Cost over Underlying 
Equity in Net Assets Acquired: 

Excess of cost over underlying 
equity in net assets acquired repre¬ 
sents the difference between the 
purchase price and book value of 
subsidiaries acquired. These sub¬ 
sidiaries are now operating divi¬ 
sions of the Company. This amount 
is not being amortized since, in 
the opinion of management, there 
has been no reduction in the under¬ 
lying values. 

Investment Tax Credit: 

Investment tax credit is accounted 
for on the flow-through method, 
which recognizes the benefit in the 
year in which the assets which give 
rise to the credit are placed in 
service. 

2. Property and Equipment: 

Property and equipment, at cost, 
at December 31 comprised: 



1975 

1974 

Buildings. 

Improvements to 

. $ 21 864 

$ 21 979 

leased properties . 
Fixtures and 

45 144 

43 568 

equipment . 

87 446 

81 748 


154 454 

147 295 

Less accumulated 



depreciation and 
amortization . 

78 267 

72 665 


76187 

74 630 

Land . 

3 483 

3 530 


$ 79 670 

$ 78160 
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3. Short-Term Borrowing: 

At December 31,1975, there were 
lines of credit of fifty-million dollars 
available for use or to support 
commercial paper issues. 

Short-term borrowing used princi¬ 
pally to support seasonal inventory 
requirements was as follows: 



1975 

1974 

Maximum amount 
outstanding during 



the year. 

Average amount 


$34 750 

outstanding . 

Weighted average 


20 290 

interest rate . 


ll.l°/o 


The weighted average interest rate 
is based on daily averages of short¬ 
term borrowing outstanding at the 
prevailing rate. 

At December 31, 1975, there were 
no compensating balance agree¬ 
ments which restricted the avail¬ 
ability of funds for Company use. 

4. Long-Term Debt: 

At December 31,1975, long-term 
debt comprised: 


7 3 /8 °/o Sinking Fund Debentures 

due January 1, 1997 . $29150 

6 3 /4 °/o Mortgage note payable ... 1 782 

5‘/4 °/o to 6 % Capitalized 
lease obligation . 4 000 


$34 932 


Sinking Fund Debentures: 

The debentures are redeemable, 
subject to certain restrictions, at 
declining percentages of principal 
amount ranging from 105.9 in 
1976 to 100.0 in 1992 and thereafter. 
Through a sinking fund, the Com¬ 
pany must provide for the retire¬ 
ment of a minimum of $650 prin¬ 
cipal amount of debentures in 1978 
and $1,500 in each year from 1979 
through 1996. During 1975 the 
Company purchased $850 of 
debentures for $656 to satisfy 
future sinking fund requirements. 


The debentures include certain 
restrictive covenants which, among 
other things, limit payment of 
dividends, stock redemptions, sale 
and leaseback arrangements, 
acquisition and disposition of sub¬ 
sidiaries and incurrence of long¬ 
term debt. At December 31, 1975, 
$26,913 of income retained in 
the business was free of restrictions. 

Mortgage Note Payable: 

The mortgage note is due in equal 
monthly installments of $21, 
including interest, to April 1977 
when the balance of approximately 
$1,750 is due. The note is col¬ 
lateralized by certain land and 
buildings with an original cost of 
approximately $3,100. 

Capitalized Lease Obligation: 

Under a lease agreement, a distribu¬ 
tion center, including land, building 
and fixtures and equipment, with an 
original cost of approximately 
$4,000 was constructed by an 
Authority with funds provided from 
the sale of Industrial Development 
Revenue Bonds. The bonds mature 
beginning in 1983 through 1998 in 
annual amounts ranging from 
$200 to $300. The lease payments 
coincide with and are equal to 
principal and interest payments on 
the bonds. The Company has the 
option to purchase the distribution 
center at any time and has treated 
the transaction as a purchase for 
financial reporting purposes. 

The aggregate amounts of long¬ 
term debt which will become due 
during the next five years ending 
December 31 are: 1976, $125; 

1977, $1,782; 1978, $650; 1979, 

$1,500; 1980, $1,500. 

5. Lease Commitments: 

Company retail operations are 
conducted primarily in leased 
properties. These leases are gen¬ 
erally gross leases and provide for 
minimum annual rentals which 
include executory expenses (real 


estate taxes, insurance, common 
area and other operating costs). The 
remaining leases are net leases and 
provide that the Company bear the 
above-mentioned expenses. 

Noncapitalized financing leases are 
defined as leases which, during the 
noncancelable lease period, either 
cover 75% or more of the economic 
life of the property or have terms 
which assure the lessor a full 
recovery of the estimated fair 
market value of the property at the 
inception of the lease, plus a reason¬ 
able return on investment. Certain 
leases identified as noncapital¬ 
ized financing leases in 1974 have 
been reclassified in accordance 
with this definition. 

Rent expense, including contingent 
rent based on sales, was as follows: 



Total 

Noncapitalized 

Financing 

Leases 

Rent expense: 

1975 . 

$15 839 

$4 221 

1974 . 

13 899 

2 913 

Contingent rent: 

1975 . 

1 274 

128 

1974 . 

1 239 

124 


Rent expense has been reduced by 
$2,128 in 1975 and $1,746 in 1974 
for space leased to sub-tenants. 
Leases in effect at December 31, 

1975 expire on various dates 
extending to the year 2004, with 
renewal options in most cases. 

Minimum annual fixed rentals for 
properties occupied under long-term 
leases at December 31,1975, includ¬ 
ing executory expenses in gross 
leases (estimated at $5,231 in 1976, 
of which $409 is applicable to 
noncapitalized financing leases), 
follow: 
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Year 

Total 

Noncapitalized 

Financing 

Leases 

1976 

. . $19 469 

$ 4 397 

1977 

. . 18 937 

4 442 

1978 

. . 18 315 

4 545 

1979 

. . 17 536 

4 642 

1980 

. . 16 687 

4 816 

1981-1985 . . . 

. . 74 584 

24 826 

1986-1990 . . . 

. . 64 362 

27 203 

1991-1995 . . . 

50 546 

27 492 

Thereafter .. 

. . 27 759 

17190 


The minimum rental commitments 
have been reduced by the following 
rentals to be received from non- 
cancelable subleases: 


Year 

Total 

Noncapitalized 

Financing 

Leases 

1976 .... 

. . $2 268 

$1 621 

1977 .... 

. . 2134 

1 569 

1978 .... 

. . 1 962 

1 455 

1979 .... 

. . 1 830 

1 351 

1980 .... 

. . 1 561 

1 178 

1981-1985 . . . 

. . 6 340 

4 996 

1986-1990 . . . 

. . 2 398 

2 289 

1991-1995 . . . . 

803 

803 

Thereafter . .. 

— 

— 


The present value of minimum lease 
commitments, after deducting 
estimated executory expenses 
which are assumed to increase at 
an annual rate of 3%, for all non¬ 
capitalized financing leases for real 
estate follows: 


December 31 



1975 

1974 

Minimum lease 



commitments . 

. . $55 179 

$45 514 

Less rentals to 



be received from 



subleases . 

6 364 

6 018 

Net minimum lease 



commitments . 

. . . $48 815 

$39 496 


If all noncapitalized financing 
leases were capitalized, related 
assets were amortized on a straight- 
line basis over the initial term of the 
lease and interest costs were ac¬ 
crued on the basis of the outstand¬ 
ing lease liability, net income would 
have been reduced by approximately 
$537 in 1975 and $251 in 1974. 

These computations are based upon 
the following: 


1975 1974 

Amortization of 

property rights .$2 194 $1568 

Interest on related 

lease liability . 4 381 2 873 

Weighted average 

interest rate. 8.31°/o 8.07% 

Interest rate 

range .3.44-9.67% 3.44-9.67% 


The above amortization is greater 
than the depreciation which would 
have been charged if the lease 
properties were owned, because no 
amount has been allocated to land 
and amortization is over the lease 
term rather than the longer eco¬ 
nomic life of the property which 
would be used for depreciation. 

At December 31, 1975, the Company 
had commitments for new store 
leases under its expansion program 
which will require minimum annual 
rental, including executory ex¬ 
penses in gross leases, of $3,772. 

6. Shareholders’ Equity: 

At December 31,1975, there were 
3,000,000 authorized and unissued 
shares of $50 par value Preferred 
stock and 12,000,000 authorized 
shares of $1 par value Common 
stock, of which 4,259,000 were 
issued. 

Shareholders’ equity at December 31 
comprised: 



1975 

1974 

Common stock. 

Capital in excess of 

$ 4 259 

$ 4 259 

par value. 

Income retained in the 

9 336 

9 338 

business . 

Less treasury shares, 
at cost: 

1975,351,940 shares; 

118 719 

132 314 

113 654 

127 251 

1974, 352,070 shares . 

8 782 

$123 532 

8 786 

$118 465 


7. Qualified Stock Option Plan: 

At December 31,1975, 82,890 shares 
of common stock were reserved for 
sale to officers and management 
employees under a Qualified Stock 
Option Plan approved by the share¬ 
holders in 1969. The plan provides 
that the option price may not be less 
than 100% of the fair market value 
of a share on the date of grant. 
Options are not exercisable during 
the first year following their grant. 
Thereafter, provided employment 
continues, generally one-fourth of 
the options become exercisable 
annually. Options expire five years 
after date of grant. 

Additional information with respect 
to options during the year ended 
December 31,1975 follows: 


Number 

of 

Price Shares 

Outstanding, 
beginning of 

year . $12.6250-$21.4375 79 825 

Options 


exercised .. $12.6250 (130) 

Options 

expired (see 

below). $16.5625-$21.4375 ( 8 469 ) 

Outstanding, 

end of year . $12.6250-$16.5625 71 226 

Available for 

future grant. 11 664 

82 890 
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Options to purchase 34,582 shares 
at $21.4375 expired in 1975 but the 
shares remain subject to options 
under supplemental agreements 
which provide for an exercise price 
of $12.6250. Approximately one- 
fourth of these options become 
exercisable annually. 

Under supplemental agreements, 
holders of options to purchase 
15,510 shares at $16.5625 were 
granted options to purchase the 
same number of shares at $12.6250. 
Options granted under these agree¬ 
ments are reduced by the exercise of 
the prior options and may not be 
exercised until previously granted 
options expire. Provided employ¬ 
ment continues, one-half of the 
options become exercisable in 
August 1978, and one-half in 
February 1979. These options 
expire five years from date of grant. 

The conversion of outstanding 
stock options and assumed use of 
the proceeds from their exercise to 
acquire treasury shares would not 
dilute net income per share. 

8. Income Taxes: 

The provision for income taxes for 
the years ended December 31 
comprised: 



Federal 

State 

Total 

1975: 

Current . 

. . $6 020 

$1 030 

$7 050 

Deferred: 
Depreciation . 

. . 1 400 

33 

1 433 

Other. 

80 

2 

82 


$7 500 

$1 065 

$8 565 

1974: 

Current. 

. . $6 047 

$1 103 

$7 150 

Deferred: 
Depreciation . 

. . 1 477 

46 

1 523 

Other . 

26 

1 
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$7 550 

$1 150 

$8 700 


Market and Dividend 
Information 

The Company’s stock is traded on 
the New York Stock Exchange. The 
range of market prices by quarter 
for the last two years was 
as follows: 

1975 

High Low 

14V2 10V4 

15Vs 13 
17V2 13 7 /s 

17% 14 

1974 

High Low 

17 3 / 4 14 3 / 4 

16% 14 

14V2 10 3 /4 

12% 9% 

The Company paid a dividend of 
$.30 per share during each of these 
quarters, $1.20 per year. The Com¬ 
pany continues to maintain one of 
the most liberal and consistent 
dividend payment records in the 
retail industry. 

Murphy Shareholders 

The 3,907,060 shares of G. C. 

Murphy Company Common Stock 
are owned by shareholders in all 50 
states and in several foreign coun¬ 
tries. Residents of Pennsylvania 
own approximately 57°/o of total 
shares. This figure includes 38% 
owned by shareholders in the 
Pittsburgh, Pennsylvania area. 
Individual owners constitute 92% 
of the Company’s 21,303 share¬ 
holders. Brokers, nominees and 
fiduciaries represent the remaining 
8%, also reflecting a sizeable num¬ 
ber of individual beneficial owners. 
The number of individual share¬ 
holders continued to increase dur¬ 
ing 1975. Present and former 
directors, officers, employees and 
their families represent 32% of the 
Company’s shareholders. 


Deferred taxes result from timing 
differences between the recognition 
of expense and revenue for tax and 
financial reporting purposes. The 
effective federal income tax rates 
were 43.5% in 1975 and 45.0% in 

1974, which were less than the 48% 
statutory rate due principally to 
$623 and $498 of investment credit. 

9. Employees’ Retirement Plan: 

Substantially all employees are 
covered by the Company’s non- 
contributory retirement plan, 
established in 1944, as they meet the 
age and length of service require¬ 
ments. In 1975, several actuarial 
assumptions were changed to 
reflect recent experience, certain 
retirement benefits were increased 
and eligibility and vesting require¬ 
ments were amended to comply 
with the Employee Retirement 
Income Security Act of 1974. The 
combination of these changes did 
not have a material effect on net 
income for the year. 

The cost of current service is 
funded annually and amounted to 
$423 in 1975 and $468 in 1974. There 
is no unfunded prior service cost 
and the plan assets at December 31, 

1975, exceeded the actuarially 
computed value of vested benefits. 


Quarter 

First 

Second 

Third 

Fourth 


Quarter 

First 

Second 

Third 

Fourth 
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